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THE POST OFFICE AND SOCIALISM 

BY HENRY A. CASTLE 
Former Auditor, United States Post Office 



The mail service was originally maintained by national 
authorities in the Old World solely for the government business. 
It carried official messages for Kings and Ministers of State. 
It was then a legitimate executive department, having, like 
the others, purely governmental functions. The duty of carry- 
ing letters for hire was engrafted later. It thus became a 
phase of state socialism, entirely changing the character of the 
system, vastly increasing the volume of its work, and bringing 
in earnings, with all the resulting complications. 

Under our national scheme, the Post Office Department 
was a political after-thought. It was not, in the beginning, 
recognized as one of the regular executive departments; for 
fifty years its head had no seat in the Cabinet; its operations 
were never considered among questions of statecraft, or finan- 
ciering. In other words, it was simply a business annex to the 
administrative plan. 

It has been a potent instrument of advancing civilization. 
Its growth has been a measure of the nation's expanding pros- 
perity, and of the marvelous intellectual activity of the people. 
The extension of its functions within the memory of men now 
in middle life, has been marvelous. Whereas, as late as 1860, 
its sole occupation was slowly, painfully, and not very carefully 
to convey letters, papers, and small packages from one office 
to another, for leisurely delivery at the windows thereof, it 
now supplies railway mail distribution, carriers for city and 
country, special delivery messengers, pneumatic tubes, street 
boxes, registry, postal cards, stamped paper, stamp-books and 
cancelling machines, and other amplifications and devices to 
accelerate the work. It also sells and pays money orders, 
accepts cash deposits, and transports merchandise, none of which 
duties has any legitimate connection with the postal sphere. 
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The vastness of the operations involved, and the weight of 
responsibility incurred therein, is shown by the following figures 
from the Auditor's report for the fiscal year 1914, showing the 
financial transactions of that year, including deposits of surplus 
money order funds, in post offices: 

Total postal Revenues $287,934,565.67 

Total postal Expenditures 283,543,769.16 

Total Money Order Receipts 1,606,412,091.59 

Total Money Order Disbursements 1,607,012,337.98 

Aggregate $3,784,902,764.40 

This stupendous aggregate of three and three-quarter billion 
dollars represents the cash actually handled by officials and 
employes of the postal system in one year. With the normal 
increase, it will be four billion dollars for 1915. The handling — 
that is, the receipt and payment, earning and spending — in- 
volves serious administrative problems, and innumerable fiscal 
complications. Yet it does not include the vast sums handled 
by the postal savings banks. Nor can it include the multiplied 
millions of dollars in currency and securities transported in 
sealed letters or packages in the mails, both with and without 
registry. The accounting work is prosaic, unromantic drudgery, 
but its accuracy is vital to the integrity of the operations and 
the purity of the government. 

The extensions and ramifications which have been engrafted 
on the original scheme have brought into play conditions which 
the attentive observer cannot fail to regard with apprehension. 
The whole enterprise is one of a purely business or commercial 
nature, outside the ordinary domain of government, carrying 
with it all the doubtful elements of a commercial institution 
conducted under public auspices. It is one of the penalties 
of such a venture, one of the apparently inherent weaknesses 
of state socialism, that private interests, coming in contact 
with the enterprise at all points, selfishly struggle with it and 
with each other for an increasing share of its benefits. 

By the inexorable logic of the present situation, we are con- 
fronted with the simple question to which the near future must 
give a direct affirmative or negative answer: 

Are we ready for the commune — for social, financial and 
political chaos? Are we ready to surrender the principle of 
government oversight and control of semi-public utilities for 
which we have been struggling so long, and are now enforcing 
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with brightening prospects, in order that we may adopt the 
principle of government ownership and management, with all 
its train of perils? 

Our latest and largest ventures on the stormy socialistic 
seas are not sufficiently developed to test their value. Vocif- 
erous proclamation is made in official quarters that the postal 
bank and the parcels post are a splendid success. But there is 
abundant ground for withholding credence, for a time, at least, 
to these assertions. There is no existing method of computa- 
tion by which the profit or loss on any postal branch can be 
approximately ascertained. But even by the crude and ineffi- 
cient methods available, it has been officially shown that every 
feature of the service, except the first-class mail, is and always 
has been a money loser. The boasted profits of the money- 
order system disappear and show a loss of ten thousand 
dollars a day, if debited with the real cost, including a due 
share of the overhead charges, as would be done in any private 
business. 

The postal service, in its most rudimentary, legitimate, 
useful and necessary form, is state socialism, because, unlike 
other executive functions of the government, it has earnings 
as well as expenditures, doing a business of transportation and 
finance for hire. Its only valid excuse for existence is its ed- 
ucational value. When restricted to its legitimate scope, the 
transmission of intelligence, it is a powerful element in the diffur 
sion of knowledge and in quickening the human intellect. 
The phases of its activity which are confined to this sphere, 
the work of the highly specialized experts who handle the mail 
en route and distribute it to the people, constitute the only 
features of the entire system which are conducted on correct 
principles, which are measurably satisfactory to the public, 
and which yield adequate returns. Even these excusable ac- 
tivities, in spite of the zeal and fidelity of the merit-pro- 
tected employes who carry them on, are hampered and handi- 
capped at many points by the crude laws, faulty organization, 
inefficient administrative system and utterly indefensible ac- 
counting methods, which make all the other existing post 
office ramifications unsound, as well as unprofitable, and voice 
a sonorous warning against dangerous innovations. 

No serviceable performance of the many duties now devolv- 
ing on the postal system can possibly be secured without a 
complete re-organization of the Department, a drastic scheme 
of decentralization, a thorough revision of the law and regu- 
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lations, the application of modern business policies and processes, 
the introduction of labor-saving devices, a revolution in the 
auditing and accounting branches, and a more permanent 
tenure for the responsible executive heads of the institution. 

There is no real audit of stamp distribution, aggregating 
$175,000,000 a year; there is no reliable audit of pay to rail- 
roads for carrying the mail, aggregating $50,000,000 a year; 
there is no pretense of a "cost keeping" method by which the 
relative expenses of different postal features can be ascertained. 
The law requires a double audit, but less than three per cent of 
the tremendous financial transactions are ever reviewed. 

The money order service needs reform. The vast volume 
of transactions in this branch almost surpasses comprehension. 
As shown, the aggregate in dollars is over three bilhons. This 
involves handling in the auditor's office more than one hun- 
dred million vouchers annually — total weight, 100 tons. The 
whole system is complicated and vexatious, hard for the patron 
and harder still for the government. It is also very unprofit- 
able, the estimated loss being ten thousand dollars a day. 

The franking abuse needs reform. Official reports of the 
Department state that the franking and penalty envelope priv- 
ileges, covering Government free matter, cost the postal service 
nineteen million dollars a year, without a cent of revenue. 
The contract policy needs reform. Practically every scandal 
that has arisen in the Department has related to the letting of 
contracts — either contracts for transportation of the mail or 
contracts for the purchase of patented articles used. Rural 
free delivery needs reform. This new and valuable agency of 
civilization is highly popular but enormously expensive. The 
salaries of its 50,000 carriers now aggregate more than the 
entire postal revenue in 1887. Mail transportation rates need 
reform. Making due allowance for exaggeration, it is probable 
that of the $52,000,000 now annually paid to the railroads 
alone for carrying our mail, nearly one-third could be saved 
by an honorable and fair re-adjustment which the railroads 
would accept. 

Reform is needed in postage rates. Business men and large 
patrons of the letter mail are getting insistent for one-cent 
postage. They are evidently paying more than their share of 
the cost and are entitled to relief. After the leaks and wastes 
are corrected, it can come without crippling the service, pro- 
vided no more unprofitable features are added. One-cent letter 
postage may, with propriety, be kept in view as the ultimate 
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end of postal reform. Reform, rejuvenation, and re-invig- 
oration are needed in every post office branch, feature, and 
appurtenance, in order that the vocation it already tries to 
exercise shall approach a decent standard of efficiency. 

The period has arrived when we are forced to recognize 
that we have adopted into our government structure an insti- 
tution wearing all the aspects, containing all the defects, subject 
to all the abuses, of a private or corporate enterprise, while we 
are, as a body politic, more poorly equipped for dealing with 
those evils than would be a corporation animated solely by 
business instincts and capable of acting quickly on business 
principles. 

We have more postmasters than soldiers. Every postmaster 
receives his instructions and makes his reports directly to the 
Department. Twenty thousand of them receive a compensa- 
tion of less than $100 a year each; still, all their business is 
done directly with head-quarters at Washington, involving an 
enormous and manifestly unprofitable correspondence. 

The postal service is expanding so rapidly, by natural growth 
along legitimate lines, that new defects are daily developed. 
The adoption of one reform points to the necessity for a dozen 
more. To superimpose additional heavy and hazardous burdens 
on this already over-weighted, staggering, gasping industrial 
mechanism, would invite inevitable disaster. 

In the face of a pathetic outcry for scores of imperative 
reforms, proclaimed to be vital by the head of the Department, 
by investigating experts, and by a joint Congressional Com- 
mission, it is influentially proposed to engraft new socialistic 
ventures which will infinitely augment the current embarrass- 
ments, vastly increase the army of employes, and add enor- 
mously to the obnoxious deficit. The periodical outbreak of 
frauds and scandals in the existing mail system is a vociferous 
protest against the reckless enlargement of opportunity and 
temptation for their development. 

The postal savings bank is likely to throw the fiscal affairs 
of the nation into the maelstrom of partisan politics; subject 
the finances of the people to incalculable entanglement; create 
organized movements for higher interest rates, which no poli- 
tician could resist; commit the Government to the untenable and 
extra-constitutional policy of borrowing from one class of citizens 
to lend to another class; incur risks and expenses to the national 
treasury far beyond any possible recompense; invoke all the 
perversions, abuses and impositions which human selfishness can 



THE POST OFFICE AND SOCIALISM 73 

devise, and bring accounting complications which the Depart- 
ment is utterly incompetent to handle. 

The postal telegraph and telephone would mean a tre- 
mendous addition to the national debt; countless new bat- 
talions of employes; inefficient service; immense losses to oper- 
ation, and the imminent risk that the entire investment would 
soon be rendered valueless by anticipated inventions which 
promise to revolutionize the transmission of messages by elec- 
trical apparatus. 

The parcels post, on the English basis of postage rates, 
is the avowed aim of its promoters, the great mail-order houses. 
This would involve the assumption by the Post Office of all the 
express business of the country at two cents a pound for all 
distances; the duplication, by the Government, of the present 
costly plants of the express companies in all cities; the employ- 
ment of swarms of additional workmen, and, on the basis of the 
volume of traffic predicted by its advocates, an annual postal 
deficit of $127,000,000. That this scheme is the objective point 
toward which the Department's suggestions lead, is shown by 
the introduction of bills at every session of Congress which 
provide for parcels with fiat rates of postage, over 12 ounces up 
to one pound, 5 cents; for each additional pound or fraction 
thereof, 2 cents. But no suggestion is made as to reducing the 
pay to railroads for carrying the parcels to fifty-five per cent of 
the postal receipt, which is the English rate. 

This rural package express should not inspire any hope of 
increasing the postal revenue. As a convenience to the farming 
community, it is possibly commendable; as an excuse for in- 
definitely advancing the pay of rural carriers, it would certainly 
be efficacious. Even in anticipation of this, there are more 
bills introduced at every session of Congress for this increase 
than for any other single object. 

Postal life insurance would open intricate and scientific 
financial problems to the administration of agencies so maladroit 
and methods so loose- jointed as to ensure abject discomfiture 
from the hour of its inception. 

The postal railway is the "sum of all villanies." Yet so 
strongly is its principle entrenched that one of the great political 
parties of the nation, in opposition to the will of the candidate, 
escaped endorsing it in a recent Presidential campaign only by 
a hair's-breadth and a miracle. 

And the end of these things is chaos! They are all, in their 
progressive series of seductive but poisonous suggestions, mani- 
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festations of the same evil: state socialism. They are all inci- 
dents and accompaniments of the same potential calamity: the 
policy of public ownership. 

As cumulative and conclusive evidence that this vast busi- 
ness machine called the post office was utterly incapable 
seven years ago of adequately handling the cyclopean tasks 
then assigned to it, not to mention the yet more difficult func- 
tions since superadded, let us recall the fact that our national 
legislature stamped the seal of condemnation upon it, labelled 
it with credentials of inefficiency, and made a feeble, futile 
attempt at reform. Financial and accounting experts, employed 
at heavy expense by a postal commission of Congress, reported 
one hundred and forty-two vital defects in departmental organ- 
ization, administration, and accounting. The Commission of 
six Senators and Representatives submitted through Senator 
Carter, of Montana, December 17, 1908 (Report 701, Part I), 
a final report accompanied by a bill of 288 pages, re-organizing 
the department. Few ever read the bill; still fewer ever mas- 
tered the able report; the whole mass went into the junk pile 
at the session's end. But it left a broad, black mark on the 
official record. In that report, pages 2, 3, and 4, the following, 
which are proclaimed to be "essential defects" — "structural 
weaknesses, which hamper the efficient operation of the postal 
service, and are, in the judgment of your Commission, not de- 
fects in detail, but defects in principle" — are set forth: 

(1) The want of a permanent administrative head, having by 
reason of long continued practical experience a thorough knowledge 
of the business to be conducted. 

(2) The lack of a logical distribution of the Department's busi- 
ness into natural divisions or groups so organized as to make it pos- 
sible for the officer in charge of each group, by devoting the whole 
energies of his mind to cognate subjects, to master the business under 
his charge. 

(3) The want of an adequate staff of bureau heads, corresponding 
in number to the natural subdivisions of postal business. 

(4) The want of field organization midway between the indi- 
vidual postmaster at the bottom of the scale and the central adminis- 
tration at the top, which would be able to scrutinize and control at 
first hand the operations of the multitude of separate offices. 

(5) The combination in the same officer of the dual functions 
of prosecutor and judge in respect of matters such as the classifi- 
cation of periodicals and the issuance of fraud orders, directly 
affecting the property rights of individuals not connected with the 
postal service. 
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(6) The diffusion and consequent weakening of responsibility in 
respect of expenditures. 

(7) The useless multiplication of work both in the local offices 
and in the central administration. 

(8) The lack of any adequate accounting or bookkeeping system 
in the Post Office Department, itself. 

(9) The failure, partly by reason of the inadequate method of 
accounting, to credit the postal service with all the work actually 
done by it, and to charge it with all expenditures really made in its 
behalf. 

Little attention was paid to these astonishing revelations. 
There was no discussion of the accompanying bill. The job of 
understanding it was too stupendous to be undertaken by any 
statesman in either house. It was never voted on, and it died. 
But its sad fate indicated that our experiment in state socialism 
has already grown beyond the power of the human mind to 
grasp it as a whole, and reform it and control it. And still it 
grows! 

Seven years have passed. All of the flagrant evils thus 
exposed are still uncorrected by legislation. No systematic 
re-organization has been attempted. Except that a few of the 
minor defects have been remedied by executive action, nothing 
has been done. Meantime, the savings bank and the parcels 
post have been adopted, and still more dangerous innovations 
are seriously advocated in high quarters. 

The time to defend the State against the evils of public 
ownership is now, before it is established, while the people are 
unprejudiced and open to argument against the advisability 
of the system. 

Henry A. Castle. 



